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Studies undertaken for the preparation of the national housing policy during the recent past have revealed a staggering shortage of about 19.3 million units on a countrywide basis. Options for housing, especially for the low income groups and households with low asset base are further shrinking.

Access to housing in Pakistan is largely through ownership pattern. As much as 88 percent of the total existing housing stock is owner occupied. Rental housing has been found as an underdeveloped option in the urban contexts in Pakistan. Despite the fact that housing choices are becoming exceedingly expensive for lower and middle income groups, the possibilities of extending rental housing could not be extrapolated. Absence of rental housing options also reflect upon several aspects of socio-economic development in the country.

One of the foremost issues of concern are the legal provisions for rental housing. Conventionally, an investor/builder constructs accommodation after bearing the cost of land, construction and infrastructure. If he intends to let out this housing stock to prospective tenants in order to acquire legitimate income, he has few legal safeguards. The Sindh Rental Premises Ordinance 1979, which is a relevant and applicable statute for the province of Sindh, is tilted against the property owner. The law insists on the charge of “a fair rent” which is to be mutually agreed or determined as a baseline by the Controller of Rent in the jurisdiction.

For repairs and maintenance, the law puts the burden of the entire exercise on the owner. There is hardly any possibility to legally recover the charges of any damage to property by the tenant. For all practical purposes, the tenants cannot be easily evicted from the accommodation through legal course of action even when the cause for demanding vacation is genuine. If the tenancy agreement is executed in the name of a widow or person from a disadvantaged category, then the possibility of acquiring the possession becomes doubly difficult for the owner. Whenever the tenant wishes to prolong the tenure of his tenancy, he conveniently resorts to litigation. In the usual circumstances, these cases can stretch any where between five to ten years or even more.

From the investment and financial perspective, the rental housing is not a very attractive option. Normally, builders and developers wish to construct accommodation which is sold out to applicants at market prices. The scale of profit is exponentially high. Individual investors also buy residential properties and continue to sell them whenever they come across lucrative offers. Holding on to properties and letting them for tenancy is considered as a very counter productive and cumbersome measure. Previously, trusts and philanthropists used to develop properties and let out to lower or middle income households. Most of such arrangements were based on communities.

In Karachi, one still finds rental housing examples in Parsi Colony for Zoarrastrians; Garden East and Karimabad for the Ismaili community and Saddar for Christians. However, these examples are no more applicable mainly due to ultra-high costs and lack of capacity of the trusts or philanthropists to resort to such large-scale undertakings. Employers, especially government organisations/developments, used to extend rental housing facility for their employees. Pakistan Estate Office is one organization that developed housing stock for federal government employees. Martin Quarters, Jehangir Quarters, Clayton Quarters, Pakistan Quarters and Federal Capital Area in Karachi were typical locations for such housing projects. It developed and allotted more than 6000 units in the previous five decades. It is now finding it extremely difficult to cope up with the rising demand of housing from government employees. In the present scenario, probably the armed forces are the only institution where options of rental housing are still accessible for serving staff members.



Housing options for the common man are shrinking as real estate prices continue to soar



Many conflicts and disputes are observed in tenancy relations which affect the overall status and performance of rental housing. The most prominent amongst them is the owner-tenant relationship. Normally, a house, apartment or any other property is let out through a properly executed legal agreement which stipulates the usual conditions: amount of rent, payment limits and modes; responsibilities towards maintenance and upkeep of the property; purpose and mode of utilization of the premises; payment of utility charges and property taxes; increment in rent and notice period towards vacation of the premises are the usual matters covered in such agreements.

There are serious violations, over-steppings and mis-trusts in the observance of tenancy by both the parties. After letting out the property, the owner is in a captive situation. He has to chase the tenant to recover the dues. On the other hand, tenants complain that owners seldom give proper receipts of the rents received. This is done to avoid formal documentation in a bid to conceal the income. In a contrasting situation, often tenants refuse to pay rent on certain occasions and ask the owner to adjust it from the security deposit. This puts the owner in a lurch as the damages and liabilities left by the tenants — at the time of leaving the property — go unaccounted.

For residential accommodation, it is particularly agreed that the premises shall be used only by the contracting household for residential purpose alone. Gross violations are reported in several instances. The tenants often sub-let the part of the premises without the intimation to owner. In some cases a commercial activity such as a school, Montessori, tuition centre, beauty parlour or working offices are established. A worst scenario is the utilization of premises for anti-social and objectionable purposes.

Even if the premises is vacated upon the injunction of a court of law or higher authorities, such properties lose their utilitarian value due to the notorious status attached to their past. Another bone of contention is the annual/periodical increment in rent. While the tenants are utmost reluctant to increase it once it is settled in the starting year, the owners do not have the leverage to do so. Usually the duel is won by the party with greater clout and nuisance value.

Instances of frauds and forgeries are a usual ailment in tenancy relations. One of the common issue are the utility bills. Normally, the tenant is supposed to furnish photocopies of the paid bills to the owner every month. It seldom happens. The tenant continues to pay only part of the charges and amass huge arrears. When the tenant leaves, a hefty backlog is left for the owner to settle out. In cases of apartments, the maintenance charges are not paid regularly. It becomes a soaring problem for the owner to tackle.

Owners also rent out properties with utility arrears. When the first bill of any utility is served, the row between the tenant and owner begins on the issue. When an owner receives an attractive offer before expiry of an ongoing tenancy period, he coerces the tenant to leave the premises to let the property to the next party. This only works out when the owner possesses sufficient connections and informal support of law enforcement agencies to pressurise the tenant to vacate the property.

There are many stake-holders who are directly and indirectly involved with this contractual arrangement. Estate agents are an important mention. The prime objective of the estate agent is to finalise the deal as quickly as possible in order to obtain commissions from the tenant as well as the owner. In doing so, they seldom check the documents, background and details of tenants or the status of the property. In many cases the agreements prepared by estate agents are incomplete or incorrect due to which the contracting parties suffer a lot. As many tenants and owners have little awareness of such documents and their legal importance, they suffer in the eventuality of a dispute.

Tampering of documents, preparation of fake papers, conniving with either of the parties to harm the interest of others and mis-informing the concerned parties are few of the ill-doings of estate agents/brokers. Street lawyers who are actively consulted by the low income groups or middle income, are also found fleecing their clients. Instead of giving a fair advice towards a clean course of legal action, they lure the clients to get the disputes “settled” through the backdoors.

Despite the gravity of issues faced by the rental housing sector, it contains enormous potential for exploration and application for solving the housing crisis in the country. If favourable conditions for tenancy relations are created, many types of investors will be interested in contributing to the social cause and to safeguard of their own investment.

Some changes in the prevailing status are urgently needed. They need to strike a balance between the tenants and owners without prejudice. There is a need to make the legal framework proactive and encouraging to promote rental housing options. The judiciary also needs to review the procedures and instances of process jams routinely experienced by the concerned stake-holders. Tenancy instruments must be made simplified so that they could be understood even by the ordinary people.

Local government institutions may be considered for arbitration towards routine matters of tenancy. The nazim may be assigned this role. In order to expand the scope and scale of creating investments in this field, an institution on the format of a trust may be structured. This institution, manned by professionals and management experts, may be assigned the task of developing or facilitating rental housing. It will also be useful in diffusing the unnecessary load on the real estate sector which is becoming detrimental to the growth and development of other sectors such as manufacturing, service industries and other forms of production.




